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SUBJECT: GOP CONCERN ABOUT GASOLINE SHORTAGE 

REF: A. MANILA 10515 
B. MANILA 10195 

1. AT MEETING SEPT 17 CALLED BY DEFENSE SECRETARY 
ENRILE AND ATTENDED BY TOP AFP OFFICERS AND SEVERAL 
CABINET MEMBERS, OIL COMPANY EXECUTIVES WERE ASKED IF 
IT TRUE THERE IS A SHORTAGE OF PETROLEUM PRODUCTS 

IN THE COUNTRY, ESPECIALLY MOTOR GASOLINE, AND IF SO, 

WHAT ARE REASONS THEREFOR. BURDEN OF OIL EXECS 
RESPONSE WAS THAT WORLD PETROLEUM SUPPLY PROBLEMS ARE 
REFLECTED IN PHILIPPINES AND HEIGHTENED BY LOCAL 
ECONOMIC FACTORS. THEY INDICATED THAT CLEAR PICTURE OF 
OVERALL SUPPLY WAS DIFFICULT IN COMPETITIVE MARKET 
CONDITIONS, BUT IT APPEARED THAT GASOLINE SUPPLIES ARE 
QUITE SHORT, KEROSENE TIGHT WHILE FUEL OIL IS 
ADEQUATE. AT F.NR TUB'S SUGGESTION, OIL INDUSTRY 
COMMISSION CHAIRMAN PREPARING REPORT WITH DATA FROM 
COMPANIES ON SUPPLY SITUATION. REPORT TO BE CONSIDERED 
AT MEETING WITH SAME PARTICIPANTS SEPT 24. 

CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 MANILA 10643 181616Z 

2. EXECS STATED ALL COMPANIES ARE NOW ALLOCATING 
GASOLINE SUPPLIES ON MONTHLY BASIS AT LEVEL NO MORE THAN 
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DELIVERIES DURING FIRST SIX MONTHS OF 1973. (THIS IN 
FACT MEANS INCREASED DEMAND OF 4-5 PERCENT NOT BEING MET.) 
SEVERAL FACTORS BEHIND GASOLINE SHORTAGE WERE CITED 
INCLUDING TECHNICAL PROBLEMS AT SEVERAL REFINERIES 
(REF B), BUT EXECS REPORTEDLY MADE CLEAR THAT ECONOMICS 
OF COMPANY OPERATIONS MILITATED STRONGLY AGAINST ANY 
INCREASE IN GASOLINE OUTPUT. COMPANY SOURCE REPORTS 
ENRILE THEN SAID PRESIDENT FEELS COMPANIES MAY BE USING 
SUPPLY RESTRICTIONS TO PRESSURE GOP ON PRICE ISSUE. 

COMPANY EXECS REITERATED POINTS ON CRUDE SUPPLY LIMITATIONS, 
EXTERNAL COST INCREASES, TANKERAGE PROBLEMS DUE LIBYA 
AND FACT THAT THEY MUST ADJUST OPERATIONS TO COST/PRICE 
PICTURE. 

3. COMMENT: SEVERAL EXECUTIVES HAVE EXPRESSED TO 
EMBASSY THEIR BELIEF THAT EVEN WITH PRICE INCREASES 
ENVISAGED DURING LATTER PART OF OCTOBER (REF A), THEY 
DO NOT INTEND INCREASE GASOLINE PRODUCTION SIGNIFICANTLY 
SINCE THIS WILL CONTINUE TO BE LEAST PROFITABLY PRODUCT 
LINE. ESSO MANAGER CLAIMS COMPANY LOSS THUS FAR IN 
1973 OF $5 MILLION. COMPANIES HAVE COME DOWN TO CRUNCH 
OF ALLOCATION OF GASOLINE SUPPLIES AND EXPECT SITUATION 
TO WORSEN. HOW GOP WILL REACT TO SITUATION IS NOT CLEAR, 

BUT POSSIBILITY OF STRONG MOVES AGAINST COMPANIES CANNOT 
BE DISCOUNTED, ALTHOUGH IT VERY INTERESTING THAT PALACE 
REPORTEDLY HAS GIVEN CALTEX GO-AHEAD ON REFINERY 
EXPANSION AND HAS REFUSED OFFER OF EQUITY PARTICIPATION. 
SULLIVAN 
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